WISCONSIN LEGISLATIVE COUNCIL
AMENDMENT MEMO

Assembly Substitute
2001 Assembly Bill 584 Amendment 1, as Amended by
Assembly Amendment 3

Memo published: November 8, 2001 Contact: John Stolzenber g, Staff Scientist (266-2988)

2001 Assembly Bill 584 relates to public utility shared revenue payments. Assembly Substitute
Amendment 1 to 2001 Assembly Bill 584, as amended by Assembly Amendment 3 (the “amended
ubgtitute amendment”) does the following:

Municipal 101% Shared Revenue Payments

Current law specifies that in 2002 and 2003, each municipaity shdl receve a shared revenue
payment that is equd to the amount of the payment it recaived in the previous year, multiplied by 101%.
While the effect of this provison is open to interpretation, one reading, that appears reasonable, is that it
provides the bads for computing a municipdity’s totd shared revenue, including public utility
digributions, in 2002 and 2003 in lieu of the statutory formulas.

Since the amended subgitute amendment does not amend this requirement, under this
interpretation of the requirement, al of the changes in the amended subditute amendment to
municipdities shared revenue payments, including public utility digtributions, that are applicable in
2002 or 2003 would be superceded by the 101% shared revenue payment requirement in those years.

Basic Public Utility Distribution

Under current law, one component of the dtate revenue sharing with municipdities and counties
is the public utility digribution. Under this didtribution, municipdities and counties, in which power
plants, subgations, and general dtructures used, or under congruction, by dectric public utilities,
qudified wholesde dectric companies, eectric cooperaives and municipal €ectric companies are
located, receive an annud digtribution under a statutory formula.

In generd terms, the formula for computing the basc amount of this digribution is a Secified
mill rate times the firgd $125 million of the net book vaue of the power plant, substation, or generd
dructure located within a municipaity or county. Current law sets forth additiond considerations used
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in the computation of these didributions, including a per capita cgp on the totd amount of the basic
public utility digribution that a municipdity or county may receive. This per capita cap is $300 times
the municipality’ s population for municipdities and $100 times the county’ s population for counties.

The amended subditute amendment amends the badc public utility digtribution in the following
two ways:

1. It rases the maximum vaue of the power plant, substation, and generd Structure property
used in the formula used to compute this distribution.

2. It raises the per capita cgp on the totad amount of the basic distribution that a municipdity or
county may receive.

These changes in the basc public utility didribution under the amended subditute amendment
are summarized in the following tables.

Net Book Value of Existing and Under Construction
Power Plants, Substations and General Structures
Under the Basic Public Utility Distribution
Under ASA 1to AB 584, as Amended by AA 3

Year _ I_—|ost Local Government
Municipality County
2002 Not applicable; superceded by Act | Firg $125 million of vdue
16's 101% shared revenue
payment requirement.
2003 Not applicable; superceded by Act | Firgt $140 million of vdue
16's 101% shared revenue
payment requirement.
2004 Firg $160 million of vaue Firg $160 million of vaue
2005 Firg $185 million of vdue Firg $185 million of vaue
2006 and  subsequent | Firgt $250 million of vdue Firgt $250 million of vdue
years
Per Capita Cap on Basic Public Utility Distributions
Under ASA 1to AB 584, as Amended by AA 3
Year _ I_—|ost Local Government
Municipality County
2002 Not applicable; superceded by Act $100 times county’s
16’'s 101% shared revenue payment | population
requirement.
2003 Not applicable; superceded by Act | $225 times county’s
16's 101% shared revenue payment | population
requirement.
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Year _ I_—|ost Local Government

Municipality County

2004 $650 times municipdity’s $325 times county’s
population population

2005 $950 times municipdity’s $475 times county’s
population population

2006 and subsequent $1,200 times municipdity’s $600 times county’s
years population population

Additional Distribution for Certain New Power Plants

The amended substitute amendment creaies a new public utility didribution that gpplies when a
new, operating power plant, 50 megawaetts or larger, was built after January 1, 2002 on, or adjacent to,
the dte of an exiding or decommissoned power plant or on brownfidds. This didribution darts in
2003. The amount of this digribution is determined by multiplying a specified mill rate times the net
book vaue of the power plant. The mill rate varies based upon the type of fud used to power the new
power plant and whether the government receiving the didribution is a municipdity or a county. These
mill rates are identified in the following table.

Mill Rates for New Public Utility Distribution for New Power Plants
50 Megawatts or Larger and on Existing or
Decommissioned Power Plant Site or on Brownfields
Under ASA 1to AB 584, as amended by AA 3

Fuel
Host Local Government Coal Any Fuel Other Than
Coal or Nuclear Fuel
Municipdity 2mills 1 mill
County I mill 1 mill

Additional Distribution for Decommissioned Power Plants

Currently, property of an dectric public utility, quaified wholesde dectric company or a
municipal eectric company that is taxed under the utility gross receipts tax or of an eectric cooperaive
that is used by the cooperative is exempt from loca property taxes. When a power plant is
decommissioned and, thus, no longer used to generate dectricity, the property loses this exemption and
becomes subject to loca property taxes on the succeeding January 1. In addition, when a power plant
less than 200 megawadlts in capacity is decommissoned, the public utility distribution is no longer pad
onit.

If a 200 megawett or larger power plant is decommissoned, then the current $75,000 minimum
guaranteed payment to a municipdity under the public utility digribution for such a plant is continued
under gpecified conditions ~ These conditions include thet this minimum guaranteed payment is
decreased by $7,500 annualy and cesses in the year following the firs year in which the property
becomes taxable. Also, this payment may not exceed the digtribution cap gpplicable to the municipdity.
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The amended subgtitute amendment replaces the current public utility digribution for large
decommissioned power plants with a new phase-out of distributions for decommissoned power plants
previoudy used to generaie power by an eectric utility or an eectric cooperative. These didtributions
dart in the first year that the property is subject to locad property taxes and continue for the next four
years. The payment to the host municipdity and county in that year is 100% of the last public utility
digribution to the municipdity or county, respectively, that included payment for the plant less the
property taxes paid on the decommissoned plant’s property to the municipd or county, respectively,
during tha year. In subsequent years, the amount of the last public utility digtribution in this formula is
reduced by 20% each year until the distribution is phased out after the fifth yesar.

Cap on Total Public Utility Distributions

Effective January 1, 2003, the amended subditute amendment limits any increese in overdl
public utility distribution payments in any year compared with a base amount equa to the tota public
utility distributions in 2001 to a prescribed amount. This amount is the increase in revenues from
electric utility and electric cooperative gross receipts taxes between the revenues in the year before the
year of the satement of estimated shared revenue payments, that the Department of Revenue digtributes
to municipalities and counties annuadly by September 15; and the revenues in the year 2001. If the tota
public utility didributions in any year exceeds this limit, then the amended subditute amendment
gpecifies that these payments must be dlocated to each municipdity and county in proportion to the
caculated tota public utility digtributions.

Total Amounts of Shared Revenue Payments

Current law, as amended by 2001 Wisconsn Act 16, establishes the total amount of payments
for dl types of date revenue sharing to al municipdities and to dl counties. In 2003 and subsequent
years, this amount is $776,783,700 for payments to municipalities and $172,378,300 for payments to
counties.

The amended subgtitute amendment makes the following two changes to these total amounts of
payments:

1. It removes the public utility digtributions from being subject to, that is, counting towards,
these total amounts.

2. It reduces the tota amount for municipdities by the amount that was didributed to
municipdities under the public utility digribution in 2001. Similarly, it reduces the totd
amount for counties by the amount that was didributed to counties under the public
utility distribution in 2001.

Appropriation Account

The amended subdgtitute amendment moves the appropriation for public utility didributions from
the shared revenue account in the Generd Fund to a new account in the Generd Fund, the “Public
Utility Didribution Account” and gppropriates to the new account a sum sufficient to make dl of the
public utility digtribution payments, including those &ffected by the amended subgtitute amendment.
This change takes effect starting with the 2003 distributions.



Electric Utility Rate Recovery

The amended subditute amendment specifies that an dectric public utility may recover in its
raes approved by the Public Service Commission any costs that were prudently incurred as a result of
any negotiated payment that the utility pays to a municipdity in which the utility is located related to the
generdion, transmission or didribution of dectricity.

The Assembly Committee on Energy and Utilities recommended adoption of Assembly
Amendment 1 to 2001 Assembly Bill 584 and passage of Assembly Bill 584, as amended, on October
25, 2001 on identical votes of Ayes, 9, Noes, 0.

On November 1, 2001, the Assembly adopted on separate voice votes Assembly Amendment 3
to Assambly Substitute Amendment 1 to Assembly Bill 584 and Assembly Subgtitute Amendment 1, as
amended. On November 6, 2001, the Assembly passed Assembly Bill 584, as amended, on a vote of
Ayes, 96, Noes, 2.
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